
MISSOURI’S BUDGET STATUS – December 2002 
 
Fiscal Year 2003 Review 
• In FY 2002, Missouri experienced the first decline in net general revenue collections since 1955, 

ending with a decline of 3.5 percent in net general revenue collections.   
• When the Governor signed the budget in June he said that the budget passed by the General 

Assembly was in balance – but that it was a very delicate balance. 
• Unfortunately, neither the revenue nor spending assumptions made in the budget are coming true.  
• The original forecast envisioned a slowing economy that would gradually improve during the year.  

However, collections through the first half of FY 2003 are substantially below forecast. 
• Although a final consensus revenue estimate has not yet been agreed to by the Governor, the House, 

and the Senate, it is clear that substantial budget withholdings are necessary.   
• These actions must be taken quickly to ensure that agencies have sufficient time to achieve the 

necessary savings. 
• The revised consensus revenue estimate for FY 2003 will likely project that the state will collect less 

net general revenue than in FY 2002 – the second year in a row of declining collections. 
• The recession that started in the spring of 2001 has yet to be declared over.  In addition, the economy 

is expected to grow slowly in the next year, particularly with the threat of war and higher oil prices. 
• Individual income tax withholding has been weakening as unemployment increases and as workers 

have their work hours reduced. 
• Corporate income and corporate franchise taxes combined are likely to decline again in FY 2003.   
• The federal tax cuts enacted in 2001 and 2002 will substantially reduce Missouri revenues during FY 

2003.  In addition, it appears likely that the President and the U.S. Congress will enact further federal 
tax cuts that will reduce Missouri revenues.  

• The stock market’s performance during calendar year 2002 will likely result in a substantial additional 
decrease in capital gains coming to the state on tax returns filed in April even compared to the 
dramatic decrease seen in April 2002. 

 
Fiscal Year 2003 Budget Actions 
• The Missouri Constitution requires that the Governor balance the state budget.   
• The Governor reviewed state spending priorities and instituted budget withholdings to reflect the 

state’s most important needs. 
 There is no withholding on the Foundation Formula payments to local schools. 
 Higher education institutions will not be asked at this time to reduce spending.  
 $67.1 million in withholdings from state agencies or other mid-year budget actions will be 

implemented by state agencies.   
 Combined with the $826 million in budget actions and withholdings implemented in Fiscal 

Year 2001 and Fiscal Year 2002, Governor Holden has now withheld $893 million during his 
term. 

 As a result of the withholdings a total of 870 jobs will be eliminated for the remainder of the 
year, including 96 layoffs and 774 currently vacant jobs that will remain unfilled.  Many of 
these positions will be cut from the budget in FY 2004. 

 Tobacco securitization – a one-time means of assisting the state to balance its budget 
approved by the General Assembly in its 2002 session will be used to assist in balancing the 
FY 2003 budget.  Additional appropriations are needed in FY 2003 to fully implement the 
plan.  Without these funds, additional withholdings will be necessary and protecting education 
will be more difficult. 

 


